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The direction enterprise-based customer relationship management 
(CRM) has taken recently is directly attributable to the spreading 
influence of e- commerce strategy. In that context, CRM itself is not so 
much an application as it is a strategy. Over the long haul, 
implementing CRM with a connection to back-office, enterprise-wide 
information will offer insight into customer profitability that was 
previously unavailable. 


This profitability- oriented approach to CRM has been sped by recent 
e-commerce trends. Manufacturers, for example, have changed their 
view of e-business from internal efficiency to external improvements. 
The Internet allows companies to reach customers and improve 
channel relationships with suppliers, partners, employees - while 
enabling those audiences to gain greater access to that information on 
their own. 


Software vendors have embraced this notion as well and have actively 
worked to change the basic expectations of CRM. Instead of an 
internal tool to improve the process of customer support and service, 
CRM is growing into an automated commerce infrastructure that links 
an enterprise’s channels, customers, internal support staff and field 
service representatives usable by all. 


What is emerging then is a solution in which multiple roles, devices, 
channels and touchpoints are all "tapped" by cross-enterprise 
analytics and reporting. The technology to make it happen includes 
portals, data analytics, rule-based personalization, intelligent alerts, 
wireless devices, self-serve B2B processes, XML integration to 
backbone systems, sophisticated knowledge bases and search 
engines. 


This change in e- commerce strategy provides added value to a 
company’s wide network of partner, customer and employee 
relationships. In that way, CRM has evolved from an internal service, 
sales and support tool into the "sell-side" of e- commerce. 


Putting the Cart Before the Horse 


If the manufacturing industry has led the way in defining the new 
direction of CRM, why has its adoption been so slow? Recent research 


indicates that less than a quarter of surveyed manufacturers had 
formal e-business strategies in place. 


By reviewing solutions before establishing strategies, conflicts arise 
between sales and service executives looking into CRM components 
and new e- business executives and IT professionals focused on e- 
commerce solutions. These conflicts give rise to stalemates, poor 
choice selection and slow adoption. 


Ultimately, what everyone should be using as a guideline is general 
business improvement with the customer at the center. You can use 
CRM tenets to get part of the way there, but you also need to take a 
fresh look at your marketing, sales, service and supply chain 
relationships. 


As we pointed out earlier, instead of focusing on savings and 
efficiencies, the emphasis should be on building loyalty and revenues 
up and down the chain and empowering all your channels to work 
with your enterprise as self-sufficiently as possible. 


What’s the ideal e-commerce infrastructure model for that kind of 
business emphasis? It must equally serve the intranet, B2B extranet 
or B2C Internet sites. It must also enable secure networking of 
multiple parties and systems to comprehensive enterprise data. 
Finally, it must enable all users to communicate and collaborate, 
regardless of interface, content or rule- based logic. When this occurs, 
the role of sales, marketing and service changes to be more of a 
creative agent, advocate and proactive partner. 


It is happening, finally. The industry is finally creating a CRM 
"strategy" that will make it easier to implement enterprise-wide 
applications to focus on maximizing profitability from each customer. 


Evolving an Integrated CRM Strategy 


This strategic approach to CRM didn't happen overnight, although it 
sometimes seems that way. Software vendors have been hard at work 
laying the foundation over the past year. On the CRM front, some 
companies have moved from client/server solutions to introducing 
portals, channel functions and self-serve capabilities. Companies 
focused on managing partner relationships have taken their Web- 
based channel management systems and added more e-commerce 
functions. 


New B2B vendors NetVendor and Click Commerce are adding CRM to 
their self-serve solutions. ERP vendors, specifically Baan, Cincom, 


Great Plains, IFS, Lilly, MAPICS, Oracle, PowerCerv, SAP and Symix, 
have added (or revamped) CRM functions to fill out their new e- 
business solutions. And i2 and IMI, companies that have evolved from 
supply chain and demand chain positions, have added CRM as an 
integral part of their e- fulfillment and customer care environments. A 
number of these companies are also choosing to be as much e- 
commerce infrastructure developers as they are application vendors. 


This is a long, unwieldy list of vendors and categories, but it helps 
make a point: CRM isn't found in a neat little package anymore. 
Furthermore, those that have been calling it CRM are not likely to do 
so much longer. They are instead moving to terms such as e- business 
(or variations such as customer-centric e-business and e-business 
relationship management), e-channel management or channel centers, 
sell-side B2B, e-commerce or eCRM. 


Most overlap in definition and functionality, so until a formal category 
is defined for this new breed, take a look at all those that apply. 
Personally I'd call this new category enterprise relationship 
management, because at its core, the issue is relationships and 
managing them so that customers and all those involved in supporting 
them are informed, effective and successful. 


This evolution toward an integrated strategy for CRM is responsible 
to continued growth in the market. As previously reported by DM 
Review, the industry analyst firm Aberdeen Group is predicting an 
increase in the sale of CRM-oriented applications. 


At present, DM Review noted, growth in the CRM market is negatively 
affected by economic conditions and worldwide events. Although 2000 
to 2001 year-over-year growth is estimated at 9.1 percent, quarter- 
over-quarter expansion stalled in the second quarter. From the first 
quarter to the second in 2001, growth was 1.74 percent. Despite 
current market conditions, Aberdeen estimates growth in the 
worldwide CRM market to increase from $13.4 billion in 2001 to 
$27.7 billion in 2005 at a compound annual growth rate of 19.9 
percent. 


The Benefits of Integration 
Why would someone want a completely integrated analytics 


capability? To understand the unique competitive advantage of a 
completely integrated analytics capability, consider the following: 


For starters, envision an analytics and reporting engine that is able to 
draw information from multiple points in the enterprise (including 
both front- and back-office databases and touchpoints). 


Next, let’s create a list of all active customer accounts for the 
enterprise drawn from a back-office legacy system using a CRM 
analytics engine. So far, pretty easy stuff for any reporting package. 


Next, let’s take a look at all of the past revenue each particular 
account has brought to the business. Again, not too difficult for any 
general purpose reports package - but we’re getting only a partial 
view of a company’s contribution to date. This will tell us who has 
historically been our largest customer, which is an interesting number 
but not the true measure of customer value. 


Now, let’s try something a little different. This time, because we have 
an integrated analytics package rather than disconnected, 
departmental applications, we’re able to pull information from the 
front-office applications for sales and marketing. 


This is where it starts to get interesting. By pulling information from 
the front-office applications, we’re able to see pipeline and forecast 
information for each account and gain insight on the projected future 
revenue for each account. Now, by adding past and future revenue 
projections, we’re able to get a first look at the total portfolio value of 
a customer. That's the answer we're looking for, right? Wrong! This 
may reveal past customers who were once big spenders but are now 
"has-beens" with little or no future revenue in the pipeline. 


Of course, it may also perhaps reveal other accounts whose future 
value is greater than the past value of previously large customers! 
This is the information we’ve been looking for, right? Sorry, but wrong 
again. 


Cost to Serve 


If we continue to draw information from other touchpoints, we’re able 
to return to the back office and extract the "cost to serve" for each of 
these accounts and subtract it from their apparent portfolio value. 
This gives us, for the first time, a look at the true potential 
profitability of an account. 


This added insight can clearly reveal that some accounts are simply 
too expensive to serve and others represent the highest return on the 
customer relationship. 


But we’re not done yet. 


Now that we have a unique view on the actual profitability of a 
customer, we’re able to use the integrated analytics capability to 
return to another back office touchpoint for the final key to truly 
insightful CRM metric: A look at each account’s customer satisfaction 
level, drawn from the service and support database. This is a 
quantifiable number that is a routine calculation for any Fortune-class 
help desk and service organization. 


This is it! Now we can map our most profitable customers directly to 
their satisfaction level. In those cases where the enterprise isn’t 
paying attention to its most important customers, we can generate a 
red flag. 


Using insight from CRM analytics, an enterprise now has the ability to 
allocate the enterprise’s limited customer support resources to 
preferentially serve those accounts who are the most loyal and 
profitable for the business. 


For example, based on mapping customer satisfaction to profitability, 
we can identify those accounts that should receive preferential 
treatment regardless of their role, channel, device or touchpoint in 
the enterprise. 


A Case in Point 


Let's look at this more closely, from a practical perspective. We'll 
assume that we’ve received a report that one of our most profitable 
customers isn’t getting top service. We could then use our CRM 
engine to generate a rule-based instruction to the call center engine, 
instructing either an automatic number identification or similar 
trigger that would recognize that particular customer’s call. 


Because the customer is a VIP, the system would automatically move 
his call to the head of the queue or perhaps involve special skill set 
routing or preferential-tiered service. Or perhaps we might 
automatically push special offers, rewards or incentives to the 
customer as part of the customer experience - all based on the 
knowledge gained from that report. 


In effect, the enterprise has literally modified its behavior in support 
of this specific, individual relationship - that’s dynamic CRM behavior 
based on insight born of analytical knowledge. 


In conclusion, it’s clear that the industry trend toward e-business 
strategies, combined with a move to front-office and back-office 
integration, has created a new model for success in CRM. The result 
is increased customer acquisition, retention, loyalty and profitability. 


The Keys to Successful Enterprise CRM 


Taking a closer look at customer relationship management (CRM) 
for your enterprise? Before you do anything else, have a look at 
some of the ideas described here. Understanding the underpinnings 
of CRM will mean the difference between spending money on CRM, 
and using CRM to improve your profitability. 


CRM is first and foremost a strategy. It’s a strategy that is 
realized through the application of hardware, software and 
applied business intelligence. 

CRM is not a technology. 

CRM is not a standard set of applications or integrated suite. 
An optimal CRM strategy recognizes multiple role-based 
enterprise relationships. CRM is not limited to the common 
definition of "customer" but includes partners, suppliers and 
employees as well. 

An optimal CRM strategy recognizes enterprise contact 
through multiple channels. Contact is made with the 
enterprise through multiple communications channels and 
touchpoints including telephone, FAX, e- mail, Web site and 
personal contacts. 

An optimal CRM strategy recognizes that communications 
devices will include wireless devices, WAP- enabled phones, 
standard desktop computers, laptops, PDAs and RIM-based 
products. There must be a consistent customer experience, 
regardless of channel, device or enterprise touchpoint for a 
given vertical enterprise or business process model. 

An optimal CRM strategy is measured by its success in 
delivering increased levels of customer acquisition, retention, 
loyalty and (most importantly) profitability. 

An optimal CRM strategy will support an end-to-end analytical 
function across the entire enterprise. This analytical function 
will be able to draw key information from multiple touchpoints 
of the enterprise, and to consolidate the information into 
deep, insightful reports able to identify and report on the true 
measures of success for CRM. 

Each visitor or contact comes to the enterprise with an 
expectation and leaves with an experience. The point where 
expectation meets experience is the point of CRM. 


